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MEMORANDUM FOR DISTRIBUTION  
 
SUBJECT:   Distribution of Funds and Mentoring of Finance Officers for the Afghanistan 

National Army Payroll Need Improvement (Report No. DODIG-2012-058)  
 
We are providing this report for your information and use.  From April 2009 through 
January 2011, the payroll advances and reporting of $410.4 million of U.S funds distributed to 
the Afghanistan National Army included $47.8 million in absolute errors.  Additionally, there 
was not enough staff or expertise to adequately mentor Afghanistan National Army personnel 
during corps site visits on internal controls over the Afghanistan National Army payroll process.  
Without improvement, the North Atlantic Treaty Organization Training Mission–Afghanistan/ 
Combined Security Transition Command–Afghanistan cannot accurately calculate quarterly 
advances to the Ministry of Defense or successfully complete the mission to prepare the 
Afghanistan government to sustain the Afghanistan National Army payroll process without 
coalition support.   
 
We considered comments from the North Atlantic Treaty Organization Training Mission–
Afghanistan/Combined Security Transition Command–Afghanistan and the Defense Finance and 
Accounting Service when preparing the final report.  Comments on the draft of this report 
conformed to the requirements of DoD Directive 7650.3 and left no unresolved issues.  
Therefore, we do not require any additional comments. 
 
We appreciate the courtesies extended to the staff.  Please direct questions to me at 
(703) 604-8905.     
 
 

 
 
Amy J. Frontz 
Principal Assistant Inspector General  
   for Auditing 
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Distribution of Funds and Mentoring of 
Finance Officers for the Afghanistan National 
Army Payroll Need Improvement 

What We Did 
We audited the accuracy of the distribution of 
DoD funds to the Afghanistan National Army 
(ANA) payroll and the mentoring of Afghanistan 
Ministry of Defense and ANA personnel to 
sustain the payroll process without the assistance 
of coalition forces. 

What We Found 
The North Atlantic Treaty Organization Training 
Mission–Afghanistan/Combined Security 
Transition Command–Afghanistan (NTM-
A/CSTC-A), CJ8 Directorate (CJ8) Finance 
Reform Office (CJ8 FRO*), did not implement 
adequate controls to ensure that $410.4 million of 
ANA payroll funds were properly advanced and 
reported to the Ministry of Defense.  This 
occurred because CJ8 FRO personnel did not have 
written procedures or perform adequate reviews, 
and they relied on summary and not detailed data 
when distributing the quarterly advances. 
 
As a result, CJ8 FRO personnel did not have 
visibility over ANA payroll funds, and they could 
not accurately calculate and report quarterly 
advances to the Ministry of Defense.  Specifically, 
CJ8 FRO included $47.8 million in absolute 
errors in their ANA payroll advances and 
reporting from April 2009 through January 2011.  
During the audit, NTM-A/CSTC-A took action to 
improve controls over the ANA payroll 
reconciliation process. 
 
Additionally, CJ8 FRO personnel needed to 
improve the mentoring of the Ministry of Defense 
personnel.  Specifically, CJ8 FRO personnel only 
assigned one part-time mentor, with no financial 
expertise, to visit the ANA corps, and they did not 
provide enough mentoring below the corps level. 

 
This occurred because CJ8 FRO did not have 
enough staff or expertise to mentor the ANA 
during site visits and on internal controls over the 
payroll process.  Additionally, CJ8 FRO did not 
have adequate procedures for planning site visits.  
(See Appendix B for the key aspects and control 
weaknesses in the ANA payroll process.) 
 
Without improving its mentoring, CJ8 FRO 
personnel cannot successfully complete the 
mission to prepare the Afghanistan government to 
sustain the ANA payroll process without coalition 
support.  During the audit, NTM-A/CSTC-A 
increased the number of mentors for the ANA 
payroll process. 

What We Recommend 
Among other recommendations, the Director, 
CSTC-A, CJ8 Directorate, should implement 
procedures to ensure the accuracy of the 
reconciliation and distribution process and partner 
with the Defense Finance and Accounting Service 
(DFAS) to develop control procedures in the 
ANA payroll audit and mentoring areas. 

Management Comments and 
Our Response  
Overall, management comments were responsive 
and no additional comments are required.  The 
CSTC-A, CJ8 Directorate, was implementing 
procedures to ensure the accuracy of the 
reconciliation and distribution process and would 
partner with DFAS to the extent possible to 
develop procedures in the area of ANA payroll.  
Please see the recommendations table on the back 
of this page. 
 
*Now called the Financial Management Oversight Office as 
a result of NTM-A/CSTC-A reorganization.
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Recommendations Table 
 

Management Recommendations 
Requiring Comment 

No Additional    
Comments Required 

Director, Combined Security 
Transition Command–
Afghanistan, CJ8 Directorate 
 

 A.1.a, A.1.b, A.1.c, A.2, 
A.3, A.4, B.1.a, B.1.b, 
B.1.c, B.1.d 

Director, Defense Finance and 
Accounting Service Indianapolis 

 B.2 

 
 
 
 



 

 
 

Table of Contents 
 

Introduction                       1 
 

 Objectives                        1 
 Background on the ANA Payroll and Mentoring               1 
 Review of Internal Controls                   4 
 

Finding A.  NTM-A/CSTC-A CJ8 FRO Did Not Adequately  
Reconcile and Distribute ANA Payroll Funds          5 
 

 CJ8 FRO Distribution and Reconciliation Process of ANA Payroll Funds   5 
 CJ8 FRO Personnel Made Mistakes During the Reconciliation  
           and Reporting of ANA Payroll Funds           6 
 Management Took Action to Improve the Reconciliation Process   10 

Adequate Controls and Guidance Over the Reconciliation and Distribution 
          Process Are Needed             10 
 CJ8 FRO Lacked Visibility Over ANA Payroll Funds Distributed   12 
 Recommendations, Management Comments, and Our Response   13 
 

Finding B.  NTM-A/CSTC-A CJ8 FRO Attained Some Success Through  
ANA Payroll Mentoring but Improvements Would Achieve More Benefits 16 
 

 Regular Mentoring on the ANA Payroll Process Was Provided    17 
 Insufficient Personnel to Provide Mentoring During Site Visits    18 
 Management Took Action to Add Resources to the Internal Control 
  Team and Mentoring Efforts          19 
 Planning for Performing Site Visits Was Not Adequate     19 

Personnel Lacked Expertise to Mentor the ANA 
on Payroll Internal Controls          20 

Management Took Action to Provide Financial Management 
 Oversight at the ANA Corps           22 
Without Improvement, the ANA Payroll Process Was Susceptible  

to Errors and Fraud            22 
 Recommendations, Management Comments, and Our Response   23 
 

Appendices  
 

 A.  Scope and Methodology           25 
  Use of Computer-Processed Data         26 

Prior Coverage on the ANA Payroll and Salary Support    26 
 B.  Key Aspects and Control Weaknesses in the ANA Payroll Process  27 
 

Management Comments 
 

 North Atlantic Treaty Organization Training Mission-Afghanistan/ 
  Combined Security Transition Command-Afghanistan    29  
 Defense Finance and Accounting Service        38 
 



 

 
1 

Introduction 

Objectives 
Our objective was to determine whether the North Atlantic Treaty Organization Training 
Mission–Afghanistan/Combined Security Transition Command–Afghanistan 
(NTM-A/CSTC-A) had adequate controls in place to ensure that it distributed DoD funds 
accurately and in a timely manner to the Afghanistan Ministry of Defense for the 
Afghanistan National Army (ANA) payroll.  In addition, we determined whether 
NTM-A/CSTC-A implemented an adequate mentoring process to assist the Afghanistan 
Ministries in providing accurate payments to their ANA personnel.  See Appendix A for 
a discussion of our scope and methodology and prior coverage on the ANA payroll. 

Background on the ANA Payroll and Mentoring  
ANA is one element of the Afghanistan National Security Forces (ANSF), which also 
includes the Afghanistan National Police.  The ANSF mission is to provide a 
professional, enduring, and self-sustaining security force for Afghanistan.  The majority 
of ANA personnel are assigned to one of the six ANA corps, which consist of multiple 
brigades per corps and multiple kandak1 units per brigade.  Figure 1 shows the structure 
of an ANA corps. 
 

Figure 1. Structure of an ANA Corps* 

 
     

*One of six corps. 
 
According to NTM-A/CSTC-A, the ANA grew quickly from November 2009 through 
June 2011.  Specifically, the total ANA end strength increased 76 percent from 
                                                 
 
1A kandak is considered to be equivalent to a battalion. 
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November 2009 to June 2011 (from 97,011 to 171,050 individuals).  NTM-A/CSTC-A 
officials told us that in June 2011, the six ANA corps accounted for 52 percent of the 
ANA end strength, or 88,804 individuals.     

DoD Provides Financial Support for ANA Payroll 
DoD provides financial support for the ANA payroll through the Afghanistan Security 
Forces Fund (ASFF) appropriation.  From July 2007 through January 2011, DoD 
provided $467.4 million related to ANA payroll.  Congress appropriated these funds for 
the Commander, CSTC-A, to assist the security forces of Afghanistan, with the 
concurrence of the Secretary of State, by providing equipment, supplies, services, 
training, facility and infrastructure repair, renovation, construction, and funding.  The 
purpose of the funds is to enable the manning, training, and equipping of the ANSF and 
to provide the security to allow the Afghanistan government to grow and mature.   
 
CSTC-A is a combined command with NTM-A and is stationed in Kabul, Afghanistan.  
The NTM-A/CSTC-A mission is to generate and sustain the ANSF, develop leaders, and 
establish an accountable Afghan-led security.  To accomplish this mission, the 
NTM-A/CSTC-A CJ8 Directorate (CJ8) Finance Reform Office (FRO)2 uses ASFF 
appropriations to supplement ANA payroll and help grow the ANA.   
 
CJ8 FRO personnel work with the Ministry of Defense to establish quarterly budgets and 
advance funding to sustain the ANA payroll.  CJ8 FRO personnel also perform high-level 
reconciliations to determine DoD advance payments for ANA payroll.  The 
reconciliations determine whether the prior quarter’s advance was more or less than 
actual expenses, and that difference is used to determine the advance payment for the 
next quarter.  Further, agreements between NTM-A/CSTC-A and the Afghanistan 
government establish the percentage of ANA monthly salary, combat or hazard pay, 
professional allowance, and food expenditures that CJ8 FRO personnel will reimburse the 
Ministry of Defense to sustain the ANA payroll.   
 
Once CJ8 FRO personnel determine the amount of ANA payroll funds to advance to the 
Ministry of Defense, they submit a request to the Defense Finance and Accounting 
Service (DFAS) for payment.  DFAS processes the payment and generally releases the 
funds to the Afghanistan Ministry of Finance within 7 days of receiving the request.  
According to CJ8 FRO personnel, the Ministry of Finance will not release the funds to 
the Ministry of Defense without documentation from DFAS and CJ8 FRO personnel that 
the funds are designated for the ANA payroll.  
 
As the ANA has grown, CJ8 FRO personnel have increased the funds advanced for ANA 
payroll.  Although the Ministry of Defense has the responsibility of distributing ANA 
payroll, CJ8 FRO personnel mentor Ministry personnel on the payroll process and 

                                                 
 
2 After the drafting of this report, FRO was renamed the CJ8 Financial Management Oversight office as a 
result of the NTM-A/CSTC-A reorganization.   
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auditing of ANA payroll source documents.  Table 1 shows that ANA personnel and 
funds provided for ANA payroll were steadily increasing each solar year (SY).3 

 
Table 1. ANA Personnel Paid and ANA Payroll Funds Advanced  

($ in millions) 

Category First Quarter 
(March 21 through June 21) 

 SY 1388 SY 1389 SY 1390 

No. of ANA Personnel Paid* 268,735 374,967 503,090 

Funds for ANA Payroll  $34.9 $73.3 $114.4 
*These numbers were calculated by adding the number of ANA personnel paid during each month of 
the SY quarter noted; therefore, they are much higher than the ANA end strength for each month. 

ANA Payroll Process  
The Ministry of Defense ANA payroll process is manual and takes between 20 and 
25 days and 25 and 35 signatures to process.  There are three components in the ANA 
payroll process:  payroll processing, approval and financing, and pay delivery.   

Payroll Processing 
Processing payroll consists of taking attendance and preparing and delivering payroll 
documents to the Ministry of Finance.  ANA finance officers create M41 and M16 
payroll forms using attendance rosters prepared by ANA personnel officers.   
 

 The M41 form is a salary disbursement document and contains all payroll 
information, such as the rank of the individual, identification number, base pay, 
incentive pay, deductions, net pay, and an individual’s bank account number.  
 

 The M16 form is a cover sheet with all personnel on the M41 form for a kandak, 
brigade, or corps.   

 
The ANA finance officers physically transport M41 forms from unit levels to the brigade 
and corps finance officers, where they become the substantiating record for ANA payroll.  
The corps finance officer prepares three copies of the M41 forms and keeps one copy on 
file and provides two copies to the Ministry of Finance.  One of the two copies is a 
softcopy M41 form used by the regional banks to make Electronic Funds Transfer (EFT) 
payments to soldiers. 

Approval and Financing 
Approval and financing is the second component of the ANA payroll process.  The 
Ministry of Finance and regional branches (mustofiats) review the M41 forms and 
prepare two types of checks, which they provide to the corps finance officer.  One check 

                                                 
 
3 Afghanistan follows the solar year calendar, which runs from March 21 to March 20.  For example, 
SY 1389 began on March 21, 2010 and ended on March 20, 2011. 
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type is for EFT to soldiers with bank accounts, and the other is for cash payments to 
soldiers without bank accounts.    

Pay Delivery 
Pay delivery is the final component of the ANA payroll process.  The corps finance 
officer takes the two checks issued by the Ministry of Finance or mustofiat to the Central 
Bank and cashes one check to pay the soldiers at the unit level and deposits the second 
check for EFT payments.  The Central Bank sends funds by EFT to regional banks to pay 
soldiers.   
 
In addition, the corps finance officer must provide the softcopy M41 forms, which 
include an individual’s name, amount owed, and bank account number, to regional banks 
for payment.  The regional bank processes the softcopy M41 forms for EFT payment to 
the soldiers.  According to CJ8 FRO personnel, the ANA pays 97 percent of its personnel 
through EFT.     

Recording Payroll Expenses in AFMIS 
The ANA and Ministry of Defense account for the ANA payroll expenses in the 
Afghanistan Financial Management Information System (AFMIS).4  According to 
CJ8 FRO personnel, the ANA finance officers physically carry ANA payroll supporting 
documents to the Ministry of Defense-Finance Hawala Directorate, which reviews and 
passes the forms onto the Ministry of Defense–Finance accounting director.  The 
accounting director accounts for the forms in a logbook and then passes the forms to the 
Ministry of Defense–Finance Information and Technology Directorate.  The Directorate 
personnel manually input the data on payroll forms into AFMIS for the ANA units in the 
Kabul area, and regional mustofiats input the data for the regional corps.  Specifically, 
they input the summary amounts for each category code on the ANA payroll forms.  
AFMIS totals all summary-level amounts to account for all ANA payroll expenses. 

Review of Internal Controls 
We determined that internal control weaknesses in the CJ8 FRO ANA payroll 
reconciliation and distribution process existed as defined by DoD Instruction 5010.40, 
“Managers’ Internal Control Program (MICP) Procedures,” July 29, 2010.  Specifically, 
CJ8 FRO personnel lacked written procedures for reconciling and distributing quarterly 
advances of ANA payroll funds to the Ministry of Defense.  In addition, CJ8 FRO 
personnel did not complete adequate reviews over the reconciliation and distribution 
process.   
 
Additionally, CJ8 FRO personnel relied on summary-level data when calculating 
quarterly advances to the Ministry of Defense.  Errors in ANA payroll supporting 
documents are not identifiable in the summary-level data used to calculate advances of 
ANA payroll funds.  We will provide a copy of the report to the senior official 
responsible for internal controls in NTM-A/CSTC-A for compliance followup.  

                                                 
 
4 AFMIS is the official accounting system of the Ministry of Defense.  
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Finding A.  NTM-A/CSTC-A CJ8 FRO Did Not 
Adequately Reconcile and Distribute ANA 
Payroll Funds 
The CJ8 FRO personnel did not implement adequate controls to ensure that 
$410.4 million of ANA payroll funds were properly advanced and reported to the 
Ministry of Defense.  Specifically, when determining the quarterly advance of ANA 
payroll, CJ8 FRO personnel: 
 

 used incorrect pay rates, 
 made mathematical errors, 
 included civilian personnel payroll, although the agreement provided that only 

military personnel would be paid, and 
 reported erroneous quarterly overpayments and underpayments of payroll funds to 

the Ministry of Defense. 
 

This occurred because CJ8 FRO personnel lacked written procedures on, and did not 
perform adequate reviews of, the reconciliation and distribution process for the ANA 
payroll.  In addition, CJ8 FRO personnel relied on the AFMIS summary-level expenses 
to obtain ANA payroll amounts without performing detailed-level testing as the Defense 
Security Cooperation Agency policy required.   
 
Therefore, CJ8 FRO personnel included $47.8 million in absolute errors in their ANA 
payroll advances and reporting from April 2009 through January 2011, resulting in a 
$4.5 million underfunding of the advance to the Ministry of Defense for SYs 1388 and 
1389.  Without improved controls, CJ8 FRO personnel could continue to process 
reconciliation and distribution errors and not accurately calculate quarterly advances to 
the Ministry of Defense.  If CJ8 FRO cannot provide the Ministry with an accurate and 
representative funding amount for the ANA payroll, the Ministry may not prepare future 
budgets accurately and be able to sustain payroll without coalition support.  Improvement 
is needed for CJ8 FRO personnel to increase their visibility over funds disbursed. 

CJ8 FRO Distribution and Reconciliation Process of 
ANA Payroll Funds 
From April 2009 through January 2011, CJ8 FRO personnel advanced $410.4 million of 
ASFF to the Ministry of Defense for the ANA payroll.  To advance these funds, they 
performed quarterly reconciliations of ANA payroll expenses to the previous payroll 
advance.  Specifically, CJ8 FRO personnel received an AFMIS expense report from the 
Ministry of Defense that included the codes for the quarter that identified salary pay, 
incentive pay, and food expenditures.  (Codes 21102 and 21103 collected expenses for 
ANA monthly salaries for officers and enlisted soldiers, and codes 21110, 21125, and 
21200 collected expenses for ANA professional allowances, hazard pay, and food 
expenses, respectively.)   
 



 

 
6 

Since the AFMIS expense reports were cumulative totals for the solar year, CJ8 FRO 
personnel used the AFMIS reported amount for the first quarter and manually calculated 
expenses incurred for the remaining quarters.  They then compared the actual expenses to 
the amount of funds advanced to determine whether they overfunded or underfunded the 
ANA payroll for the quarter.  They considered the overpayment or underpayment amount 
when calculating future quarterly advances.  CJ8 FRO would then send a request to 
DFAS, which processed the payments in a timely manner and generally distributed the 
funds to the Ministry of Finance within 7 days. 

CJ8 FRO Personnel Made Mistakes During the 
Reconciliation and Reporting of ANA Payroll Funds 
CJ8 FRO personnel did not implement adequate controls to determine the quarterly 

advance of ANA payroll funds during the 
reconciliation of funds distributed between 
SY 1388 (March 21, 2009, to March 20, 2010) 
and SY 1389 (March 21, 2010, to March 20, 
2011).  Specifically, CJ8 FRO personnel used 
incorrect rates, made mathematical errors, 
included civilian personnel payroll in the 

reconciliation, and erroneously reported quarterly overpayments and underpayments of 
payroll funds to the Ministry of Defense.  Table 2 provides a breakdown of the quarterly 
advance and reporting errors. 
 

Table 2. Errors in the SY 1388 and SY1389 ANA Payroll Reconciliation 
(in millions) 

Type of Reconciliation Error Quarterly 
Advance  

Reporting 
Errors 

Absolute Error 
Amount 

Used incorrect rates $(5.1)  $8.9 

Mathematical errors 0.1  0.1 

Incorrectly included civilian payroll 0.5        0.5* 

Reporting errors  (18.5) $38.3 

    Total  $(4.5) $(18.5) $47.8 
 *This amount is only for 1 month of the specified time frame. 

CJ8 FRO Used Incorrect Rates 
CJ8 FRO personnel used incorrect reimbursement rates when reconciling actual expenses 
during SY 1389 to calculate the next quarter’s advance.  Specifically, for the first quarter 
of SY 1389, NTM-A/CSTC-A personnel agreed to reimburse the Ministry of Defense 
52.9 percent of the monthly ANA salary expenditures for military officers and armed 
forces.  However, in the first quarter of SY 1389, CJ8 FRO personnel reimbursed 
55.5 percent of actual expenses, resulting in an error of $1.9 million.  The $1.9 million 
error resulted in an overadvance the following quarter.  CJ8 FRO personnel increased the 
agreed-upon rate to 55.5 percent of ANA salary expenditures from the second quarter of 

CJ8 FRO personnel did not 
implement adequate controls to 

determine the quarterly advance of 
ANA payroll funds. 
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SY 1389 through the fourth quarter SY 1389.  However, for these quarters, CJ8 FRO 
personnel incorrectly reimbursed the Ministry of Defense 52.9 percent of ANA salary  
expenditures, resulting in an error of $7 million.  The $7 million error resulted in an 
underadvance in the second, third, and fourth quarters.  Table 3 provides a breakdown of 
the net and absolute rate errors by quarter. 

 
Table 3. Incorrect Rates Used in SY 1389  

(in millions) 

SY 1389 Net Error  Absolute Error 

1st Quarter $1.9 $1.9 

2nd Quarter  (2.0)   2.0 

3rd Quarter  (2.4)   2.4 

4th Quarter  (2.6)   2.6 

   Total Error $(5.1) $8.9 

 
NTM-A/CSTC-A and the Ministry of Defense revised their agreement in SY 1390, and 
CJ8 FRO no longer reimburses the Ministry based on a percentage of the ANA payroll.  
Instead, the Ministry agreed to fund payroll and food for the first 100,000 ANA military 
officers and armed forces and NTM-A/CSTC-A agreed to fund payroll and food for the 
remaining ANA military officers and armed forces up to 192,000.  However, even though 
NTM-A/CSTC-A agreed to reimburse the Ministry of Defense based on the number of 
individuals in the ANA in SY 1390, CJ8 FRO personnel told us that, quarterly, they 
would calculate a percentage of ANA personnel they agreed to reimburse and use the 
percentage to determine actual expenses for the SY 1390 reconciliation.  Therefore, 
CJ8 FRO should implement additional procedures, such as a detailed review to ensure 
they use correct rates when calculating actual expenses for ANA payroll.  

Mathematical Errors 
CJ8 FRO personnel made mathematical errors during the reconciliation of ANA payroll 
funds distributed in SY 1388.  Specifically, they reported an overpayment of 
$15.729 million to the Ministry of Defense in the third quarter of SY 1388, although the 
actual overpayment was $15.785 million, resulting in a $56,000 error.  The third-quarter 
overpayment resulted from the advanced amount exceeding the actual payroll expense 
amount.  Further, CJ8 FRO personnel reported that they rolled over $18.600 million of 
advanced funds from the fourth quarter of SY 1388 to the first quarter of SY 1389.  
However, this figure is a rounded amount, and they should have rolled over 
$18.640 million, resulting in a $40,000 error.  Therefore, the CJ8 FRO reconciliation 
understated actual funds provided for ANA payroll by $96,000 because of the 
mathematical errors and, consequently, overfunded the subsequent quarter advance 
payment.  CJ8 FRO personnel need to develop additional procedures to ensure a 
consistent and adequate calculation and review process of the ANA payroll 
reconciliation.  
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CJ8 FRO Included Civilian Personnel Pay 
CJ8 FRO personnel advanced ANA payroll funds for civilian personnel pay although the 

agreement between NTM-A/CSTC-A and 
the Ministry of Defense provided that they 
would only reimburse military officers and 
armed forces.  CJ8 FRO agreed to 
reimburse codes 21102 (Military Officers) 
and 21103, (Armed Forces).  In addition, 
CJ8 FRO personnel provided 
documentation that civilian employees 
were recorded separately: specifically, 

codes 21100 (Civilian Employees [permanent]) and 21101 (Civilian Employees 
[workers]).   
 
Based on the M41 forms for the ANA Central Kabul Unit for the first month of SY 1389, 
CJ8 FRO personnel advanced approximately $525,000 for 3,751 civilian personnel, as 
identified by “CIV” identification numbers.5   ANA finance officers confirmed that 
personnel with identification numbers starting with “CIV” were civilians; however, ANA 
finance officers coded “CIV” personnel either as military officers or armed forces and, 
therefore, included them in the advance payments from CJ8 FRO.  By including civilians 
in the military officers and armed forces payroll, CJ8 FRO personnel overstated the 
actual expenses and overfunded the agreed-upon account. 
 
CJ8 FRO personnel were unaware that civilian personnel were being reported under 
military personnel pay codes.  During the audit, CJ8 FRO personnel said they performed 
additional research on this issue and determined that the ANA reports civilian personnel 
on the same tashkil6 as ANA officers and soldiers and pays them using the equivalent 
military pay grade.  CJ8 FRO personnel also said that the Ministry of Defense uses the 
civilian employee codes to record contractor expenses.  They further stated that the 
civilians were mainly filling senior-level positions, such as the chief of a directorate, at 
Ministry of Defense headquarters and the general staff level because the Ministry of 
Defense did not have enough qualified military personnel to fill those positions.  Even 
though they stated that the civilian positions were listed on the ANA tashkil, ANA 
personnel did not use the tashkil to identify AFMIS transactions, such as paying ANA 
soldier or civilian salaries.  Therefore, using the same tashkil for civilian and military 
personnel should not prevent the Ministry of Defense from properly accounting for 
civilian pay. 
 
CJ8 FRO personnel also told us that NTM-A/CSTC-A Command determined that 
reimbursement of civilians was appropriate, explaining that the NTM-A/CSTC-A 
Command and the Ministry of Defense decided to keep the individuals on the ANA 
tashkil and continue to provide funding for ANA civilian personnel pay instead of 
                                                 
 
5 See Appendix A for additional details of our sample. 
6 The tashkil is a report of all ANA positions, number of individuals needed at the positions, and the 
required rank to fill the positions.   

CJ8 FRO personnel advanced ANA 
payroll funds for civilian personnel pay 

although the agreement between 
NTM-A/CSTC-A and the Ministry of 

Defense provided that they would only 
reimburse military officers and 

armed forces. 
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creating a separate tashkil and payroll code for civilian personnel.  CJ8 FRO personnel 
were unable to provide documentation to support this decision.  In addition, they were 
unable to provide any supporting documentation that the civilian employee codes were 
used for contractors, as opposed to civilian employees.  Therefore, CJ8 FRO personnel 
need to obtain an official decision from NTM-A/CSTC-A Command as to whether they 
can appropriately pay civilian salaries.  Even though CJ8 FRO could not provide an 
official NTM-A/CSTC-A decision to pay civilian salaries, it is not feasible to recover 
those funds from the Ministry of Defense because they have already been distributed to 
pay civilian salaries. 

Erroneous Reconciliations Sent to the Ministry of Defense 
CJ8 FRO personnel provided official reconciliations to the Ministry of Defense each 
quarter that included erroneous overfunding and underfunding of actual payroll expenses 
because the reconciliations included nonpayroll advances for vehicle, medical and lab 
expenses, and excluded other valid payroll advances and expenses.  During the audit, 
CJ8 FRO personnel created a more detailed reconciliation, “SY 1389 Reconciliation for 
DoD IG,” which indicated that CJ8 FRO correctly separated transactions for different 
expense types.  However, this reconciliation did not match the official document sent to 
the Ministry of Defense.  Table 4 provides a breakdown of the transactions erroneously 
reported on CJ8 FRO memoranda to the Ministry of Defense. 

 
Table 4. Transactions Erroneously Reported to Ministry of Defense  

(in millions) 

Nonpayroll Codes  
in ANA Reconciliation 

Over/(Under) 
Reporting 

Errors 

Absolute Error 

Exclusion of 1st-quarter actual overfunded payroll 
expenses when calculating overfunding of 
2nd-quarter actual  

$(12.9) $12.9 

Inclusion of 2nd-quarter advancement for goods 
and services and acquisition of assets when 
calculating overfunding of 2nd-quarter actual 

9.0 9.0 

Exclusion of 3rd-quarter advances and expenses for 
wages and salaries 

(14.6) 16.4 

   Total Error $(18.5) $38.3 

 
When reconciling the SY 1389 second-quarter actual payroll expenses to the second-
quarter payroll advance, CJ8 FRO personnel erroneously excluded the first-quarter 
payroll overfunding of $12.9 million and included a $9 million advance for nonpayroll-
related transactions in the reconciliation provided to the Ministry of Defense.  CJ8 FRO 
personnel stated that the $9 million was for medicine, vehicles, medical and lab 
equipment, and water tankers.  This advance should not have been included in the ANA 
payroll reconciliation.  Because they excluded the payroll funds and included the  
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nonpayroll funds, CJ8 FRO personnel reported that they underfunded the second-quarter 
SY 1389 payroll expenses by $4.6 million.  Based on their methodology, they should 
have reported an underfunding of $0.9 million.   
 
When reconciling SY 1389 third-quarter actual payroll expenses to the third-quarter 
payroll advance, CJ8 FRO personnel mistakenly excluded payroll advances and 
expenses, resulting in an absolute error of $16.4 million.  Specifically, CJ8 FRO 
personnel understated the ANA payroll reconciliation by a net $14.6 million because they 
excluded a $15.5 million payroll advance and included $0.9 million of nonpayroll 
expenses. Therefore, the CJ8 FRO personnel reconciliation provided to the Ministry of 
Defense understated the amount of funds remaining in the ANA payroll account at the 
end of the third quarter SY 1389.  CJ8 FRO personnel told us that the Ministry of 
Defense did not perform quarterly reconciliations to determine whether CJ8 FRO 
accurately advanced funds for ANA payroll.  Rather, the Ministry of Defense relied on 
documents provided by CJ8 FRO to determine whether they accurately advanced funds 
for ANA payroll in accordance with established agreements.  CJ8 FRO personnel, 
including the CJ8 FRO Chief, should ensure that the correct overpayments or 
underpayments are reported to the Ministry of Defense. 

Management Took Action to Improve the 
Reconciliation Process 
During the audit, CJ8 FRO personnel made improvements when reconciling the ANA 
payroll.  Specifically, they no longer report the advances and expenses for wages and 
salaries, goods and services, and acquisition of assets on the same reconciliation.  Instead, 
CJ8 FRO personnel created three separate reconciliations for SY 1390, one for wages and 
salaries, one for goods and services and one for acquisition of assets, which would allow 
for CJ8 FRO and Ministry of Defense personnel to more accurately account for ANA 
payroll funds disbursed and calculate quarterly advances.   

Adequate Controls and Guidance Over the 
Reconciliation and Distribution Process Are Needed 
CJ8 FRO personnel, who were limited to 6-month to 1-year rotations, did not have 
adequate reconciliation controls to follow, even though the ANA reconciliation process 
was manual and complex, requiring a large learning curve.  Specifically, CJ8 FRO 
personnel needed to develop written procedures, perform adequate reviews, and perform 
detailed-level testing when reconciling the quarterly payments.  During the reconciliation 
process, CJ8 FRO personnel used several pieces of information to calculate the net of 
cumulative payroll advances and expenses.  Specifically, using the prior quarter’s 
advance and actual payroll amounts, they calculated the subsequent quarter’s advance of 
funds.  Due to the complexity of this, CJ8 FRO needs adequate controls in place for 
distributing and reconciling advances of ANA payroll funds to the Ministry of Defense. 

CJ8 FRO Lacked Written Procedures   
CJ8 FRO personnel did not have written procedures for reconciling quarterly advances 
for ANA payroll.  In addition, staff rotated every 6 months to a year and, therefore, 
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verbally passed down the reconciliation and distribution process to rotating staff.  
Further, CJ8 FRO personnel said that the lack of written procedures and the learning 
curve associated with ANA payroll created a challenge for individuals deploying to their 
office and directly contributed to the incorrect rates, mathematical errors, and reporting 
errors that occurred in the reconciliation.  By implementing written procedures, CJ8 FRO 
personnel would ease the transition for individuals deploying to their office and 
potentially reduce the amount of errors in the reconciliation and distribution of ANA 
payroll funds.   
 
Also, when CJ8 FRO personnel implement the written procedures, they will be in 
compliance with the Under Secretary of Defense Comptroller/Chief Financial Officer, 
DoD (USD[C]/CFO), guidance.  Specifically, on February 4, 2011, in response to a 
November 12, 2009, Deputy Secretary of Defense memorandum, “Management of 
Afghanistan Security Forces Funds,” USD(C)/CFO issued guidance requiring the 
NTM-A/CSTC-A Command to establish written standard operating procedures to ensure 
compliance with all applicable laws, regulations, and guidance.  The guidance also 
requires NTM-A/CSTC-A to ensure that adequate oversight and fiscal controls are in 
place to safeguard any appropriated funds provided to the Afghanistan government and 
maintain auditable records of all disbursements and supporting documents.  
 
In response to the USD(C)/CFO February 2011 memorandum of interim guidance, 
NTM-A/CSTC-A Command issued guidance on April 15, 2011.  However, the guidance 
lacked enough detail to be considered a standard operating procedure for the CJ8 FRO 
reconciliation and distribution of quarterly advances for ANA payroll.  Therefore, 
CJ8 FRO personnel need to develop procedures for quarterly advances of ANA payroll to 
ensure consistency and accuracy in the calculation of payments made to the Ministry of 
Defense. 

Adequate Reviews Are Needed   
CJ8 FRO personnel did not perform adequate reviews of the ANA payroll reconciliation 
and distribution process.  Although written procedures related to the internal control 
environment are essential, procedures for reviewing are also needed to create a strong 
internal control environment that ensures that personnel are following the written 
procedures.   
 
CJ8 FRO personnel said that the CJ8 FRO Chief as well as the CJ8 Director reviewed the 
reconciliation and disbursement requests for ANA payroll.  However, they did not have 
written guidance that described the specific procedures that reviewers should follow for 
the reconciliation and distribution of ANA payroll funds before providing DFAS with a 
request for payment.  The specific procedures should include a review of the rates used to 
calculate actual ANA payroll expenses, verification of the arithmetic, and a review of the 
types of funds that should be included in the ANA payroll reconciliation.  Therefore, the 
CJ8 FRO Chief and CJ8 Director should develop control procedures to ensure that their 
reviews of the quarterly reconciliations are adequate to prevent future errors. 
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Detailed-Level Testing Not Performed 
CJ8 FRO personnel did not perform detailed-level testing on summary-level expenses 
before advancing ANA payroll funds to the Ministry of Defense as required by the 

Defense Security Cooperation Agency 
September 2007 policy, “Afghanistan 
Security Forces Fund (ASFF) Afghan 
National Army Salary Reimbursement 
Standard Operating Procedure (SOP).”  
Specifically, the policy stated that 

NTM-A/CSTC-A should routinely audit the reimbursement program to ensure that the 
financial data provided by the Ministry of Defense were accurate.  CJ8 FRO personnel 
were unaware of the Defense Security Cooperation Agency policy requirement and, 
consequently, did not perform audits of the detailed-level data.   
 
Instead, CJ8 FRO personnel relied on the AFMIS summary-level expenses provided by 
the Ministry of Defense when calculating quarterly advances for ANA payroll.  Even 
though the Ministry did not provide source documents in its quarterly reimbursement 
packet, CJ8 FRO personnel had the ability to obtain ANA payroll source documents from 
the Ministry and ANA corps.  If CJ8 FRO personnel had performed detailed-level testing, 
they could have identified that they were paying civilian salaries during SY 1389 and 
taken appropriate action at that time.  CJ8 FRO personnel need to routinely perform 
detailed-level testing of the Ministry of Defense source documents so they are aware of 
who is paid with ANA payroll funds and ensure that they are reimbursing the Ministry of 
Defense within the terms of the agreement.   
 
In addition, although they worked with the ANA finance officers to audit ANA source 
documents monthly, CJ8 FRO personnel did not consider the results of the audits when 
calculating advances for ANA payroll.  CJ8 FRO personnel should incorporate the results 
of their source documentation audits when they advance the Ministry of Defense funds. 

CJ8 FRO Lacked Visibility Over ANA Payroll 
Funds Distributed   
Improvement is needed for CJ8 FRO personnel to increase their visibility over ANA 
payroll funds disbursed to the Ministry of Defense and to prevent errors in ANA payroll 
reimbursement amounts.  Between April 2009 and January 2011, CJ8 FRO personnel had 
$47.8 million of absolute errors when determining or reporting the quarterly advance of 
ANA payroll funds.  Specifically, $9.5 million of absolute errors related to incorrect 
rates, mathematical errors, and civilian payroll and resulted in either an overfunding or 
underfunding of the ANA payroll expenses.  The remaining $38.3 million of errors 
resulted in incorrect overfunding or underfunding reported to the Ministry of Defense.  
Without an adequate reconciliation and distribution process, CJ8 FRO cannot accurately 
calculate quarterly advances to the Ministry of Defense.   
 
Calculating quarterly advances to the Ministry of Defense is important to ensure that the 
CJ8 FRO mission to prepare the Afghanistan government to sustain the ANA payroll 

CJ8 FRO personnel did not perform 
detailed-level testing on summary-level 
expenses before advancing ANA payroll 

funds to the Ministry of Defense. 
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process without North Atlantic Treaty Organization support is met.  Specifically, CJ8 
FRO personnel need to ensure that the quarterly advances are accurate because the 
Ministry of Defense is relying on the advances to sustain ANA payroll.  If CJ8 FRO 
cannot provide the Ministry with an accurate and representative funding amount for the 
ANA payroll, the Ministry may not prepare future budgets accurately.   

Recommendations, Management Comments, and 
Our Response 
A.  We recommend that the Director, Combined Security Transition Command-
Afghanistan, CJ8 Directorate:  
 

1.  Develop procedures to ensure that: 
 
a.  Consistent and adequate reconciliations of funds advanced for the 

Afghanistan National Army payroll are being performed. 
 
b.  Correct rates, verification of arithmetic, and only payroll-related 

transactions are being used during the payroll distribution process. 

NTM-A/CSTC-A Comments 
The Deputy Director, NTM-A/CSTC-A CJ8, agreed and stated that the CJ8 ANA 
Financial Management Oversight (FMO) office created and completed in March 2011 a 
fund tracking spreadsheet to facilitate quarterly reconciliations, including formulas to 
prevent calculation and rate mistakes.  Further, he said the spreadsheet broke out funding 
codes to ensure the reconciliations only included payroll-related transactions.   
 
In addition, the Deputy Director said that every transaction must be entered into the fund 
tracking spreadsheet and analyzed before the CJ8 FMO Chief and Director approve the 
request, reducing the chance of mathematical errors.  He also stated that the mandatory 
use of the spreadsheet by CJ8 ANA FMO personnel would ensure consistent and 
adequate reconciliations of ANA payroll funds. 
 
Finally, the Deputy Director stated that the CJ8 ANA FMO and Comptroller divisions 
were revising the standard operating procedures to clarify proper payroll review 
processes and identify how to reconcile payroll expenditures to prevent the recurrence of 
errors.  The expected completion date was April 1, 2012. 

 
c.  Correct amount of funds being advanced are accurately reported to 

the Ministry of Defense.  

NTM-A/CSTC-A Comments 
The Deputy Director, NTM-A/CSTC-A CJ8, agreed and stated that the revised standard 
operating procedures would detail procedures to ensure the reconciliation matches the 
official document sent to the Ministry of Defense.  He said that before NTM-A/CSTC-A 
CJ8 requests that DFAS transfer any funding to the Ministry of Defense, CJ8 ANA FMO 
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personnel must reconcile expenditures by budget code; the CJ8 Director must send a 
letter informing the Ministry of Defense-Finance of the upcoming payment; and the 
Ministry of Finance must send an acceptance letter to the CJ8 Director. 

 
2.  Develop written procedures to ensure there are adequate reviews of the 

quarterly reconciliations to prevent future errors. 

NTM-A/CSTC-A Comments 
The Deputy Director, NTM-A/CSTC-A CJ8, agreed and stated that in addition to the 
revised standard operating procedures referenced in the above recommendation, corps 
finance advisors were being trained to facilitate a detailed review process, which would 
be in place by April 1, 2012.  He said that once the advisors were in place, 
NTM-A/CSTC-A CJ8 would finalize procedures to ensure verification of salary 
payments.   
 
Further, he stated that a new system, the Budget Preparation and Expenditure Tracking 
Database, would give each corps and CJ8 ANA FMO personnel the ability to pull 
detailed financial reports, which are not available through AFMIS.  The Budget 
Preparation and Expenditure Tracking Database is an electronic, structured budget 
process developed by an Afghan Ministry of Finance contractor and is expected to be 
completed by April 1, 2012.         
 

3.  Perform quarterly detailed-level testing of the Ministry of Defense source 
documents to ensure that the Afghanistan National Army payroll records in the 
Afghanistan Financial Management Information System are accurately reported 
before advancing funds to the Ministry of Defense. 

NTM-A/CSTC-A Comments 
The Deputy Director, NTM-A/CSTC-A CJ8, agreed and stated that CJ8 ANA FMO 
personnel were training corps finance advisors to perform quarterly detailed-level 
reviews of source documents to ensure the accuracy of ANA payroll records.  He said the 
advisors and CJ8 ANA FMO personnel would also review monthly the Ministry of 
Defense payroll documents at all levels, including corps and below.  Further, he stated 
this additional oversight, expected to be implemented no later than April 1, 2012, would 
ensure proper accountability and accuracy of reports through comparison of reports and 
training of ANA finance officers on proper procedures.   
 
The Deputy Director also stated that CJ8 ANA FMO personnel were working with the 
Ministry of Defense to gain access to AFMIS, which would allow more visibility and a 
more in-depth review of the data.  In addition, he said that the Computerized Payroll 
System would provide another means to verify the data and interface with the personnel 
management system and was expected to be implemented no later than October 2012.  
Finally, the Deputy Director stated that access to these systems would help 
NTM-A/CSTC-A CJ8 verify that personnel were being paid correctly, and would 
minimize the number of ghost accounts and enhance transparency and accountability in 
the payroll system.   
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Our Response 
The Deputy Director, NTM-A/CSTC-A CJ8, comments on Recommendations A.1 
through A.3 were responsive, and no additional comments are required. 
 

4.  Obtain an official decision from the North Atlantic Treaty Organization 
Training Mission–Afghanistan/Combined Security Transition Command–
Afghanistan Command as to whether it can appropriately pay civilian salaries. 

NTM-A/CSTC-A Comments 
The Deputy Director, NTM-A/CSTC-A CJ8, agreed and stated that civilian salaries were 
paid by the Afghanistan government under budget codes 21100 and 21101, which were 
not funded by ASFF.  The Deputy Director also stated that his office expected to receive 
official guidance from NTM-A/CSTC-A leadership on civilian pay salaries by 
April 1, 2012.  In addition, he said that the new corps finance advisors would be able to 
confirm that civilians were not receiving U.S.-funded pay.  

Our Response 
The Deputy Director, NTM-A/CSTC-A CJ8, comments were responsive, and no 
additional comments are required.  Specifically, he stated that his office would obtain an 
official decision from NTM-A/CSTC-A leadership on civilian pay salaries.  However, the 
Deputy Director’s remaining comment that civilian salaries were not funded by ASFF 
was not accurate.  Our audit results showed that civilian salaries were paid under budget 
codes 21102 and 21103, Military Officers and Armed Forces, respectively, and were 
funded by ASFF.  During our audit, NTM-A/CSTC-A CJ8 personnel stated that budget 
codes 21100 and 21101 were for contractor employees, not civilian salaries.  The data 
obtained by the corps financial advisors should show that NTM-A/CSTC-A personnel 
paid Afghan civilians under budget codes 21102 and 21103.   
 
If the data obtained by the advisors do not show that NTM-A/CSTC-A personnel paid 
Afghan civilians with ASFF, we request that the Deputy Director CJ8 provide us with the 
supporting documentation that the advisors obtained.        
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Finding B.  NTM-A/CSTC-A CJ8 FRO Attained 
Some Success Through ANA Payroll 
Mentoring but Improvements Would Achieve 
More Benefits 
Although CJ8 FRO personnel established a framework to regularly mentor the Ministry 
of Defense-Finance7 and the General Staff Finance Office (GSG8)8 to sustain the ANA 
payroll process without coalition support, some improvement was needed.  Specifically, 
CJ8 FRO personnel: 
  

 only performed site visits to mentor and audit each of the six ANA corps twice a 
year, and rarely performed site visits below the corps level;   
 

 only dedicated one part-time mentor, who had no financial experience, to visit all 
sites to complete audits of the ANA payroll and mentor the ANA finance officers;  
 

 did not always adequately plan the site visits to ensure that necessary 
documentation and ANA personnel were available; and 
 

 did not provide adequate mentoring on key controls in the ANA payroll process. 
 

This occurred because the CJ8 FRO did not have enough staff to adequately mentor the 
ANA during corps site visits.  In addition, CJ8 FRO personnel did not have procedures in 
place for planning sites visits and ensuring that documentation existed to complete 
reviews.  Further, CJ8 FRO personnel lacked the expertise to adequately mentor the ANA 
on internal controls over the payroll process.  As a result, the ANA payroll process was 
susceptible to errors and fraud, which were difficult to detect, and at least one instance of 
fraud occurred that was not detected by CJ8 FRO personnel. 
 
In addition, it will take longer for CJ8 FRO personnel to complete and reinforce proper 
business practices and determine what controls are needed to improve the ANA payroll 
process without a better understanding of the issues at all levels.  Therefore, without 
improving the mentoring program, CJ8 FRO personnel cannot successfully complete the 
mission to prepare the Afghanistan government to sustain the ANA payroll process 
without coalition support.   

                                                 
 
7 The Ministry of Defense-Finance receives and allocates funds from the Ministry of Finance, develops and 
submits ordinary and developmental budgets, monitors current-year budget execution and publishes budget 
guidance for the Ministry of Defense. 
8 GSG8 is responsible for all financial matters affecting the ANA for budget and execution, pay and 
evaluation of the general staff, and subordinate and unit budgets. 
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Regular Mentoring on the ANA Payroll Process 
Was Provided  
CJ8 FRO personnel established a framework to regularly mentor the Ministry of 
Defense-Finance and GSG8 personnel on the ANA payroll process, such as improving 
controls over verifying ANA payroll amounts and expansion of banking services.  The 
following are some of the focus areas to help build internal controls into the payroll 
process. 
 

 Computerized Payroll System.  CJ8 FRO personnel have been mentoring the 
Ministry of Defense on implementing and using the Computerized Payroll System 
at its headquarters.  According to CJ8 FRO personnel, the Computerized Payroll 
System is an Access database owned and managed by the Ministry of Finance and 
is intended to expedite the ANA pay process, eliminate ghost accounts, and create 
a more auditable force.  If implemented correctly, this system should help 
improve the controls over the payroll process. 
 

 Personnel Asset Inventory.  CJ8 FRO personnel, along with the Afghanistan 
government and other NTM-A/CSTC-A personnel, have been conducting a 
personnel asset inventory of ANSF, which includes a head count, biometrics 
enrollment (such as finger printing), financial data verification, and new 
identification cards.  This inventory review is intended to help ensure an accurate 
baseline of the personnel and financial accountability.  If implemented correctly, 
this system should help identify ghost accounts and reconcile pay inquiries.    
 

 Internal Control Teams.  CJ8 FRO personnel helped develop GSG8 internal 
control teams, which consist of one CJ8 FRO personnel and three GSG8 
personnel that travel each month to regional ANA corps to inspect the ANA 
payroll process.  CJ8 FRO personnel train and mentor the GSG8 teams and unit 
finance officers.  CJ8 FRO personnel, along with their GSG8 counterparts, 
conduct audits and perform financial internal control assessments of the corps 
finance offices and ANA payroll process.  CJ8 FRO personnel are attempting to 
standardize the audit process with the ANA and establish a new inspection 
protocol with the GSG8 teams.  Creating and mentoring internal control teams is a 
vital element of developing a strong internal control system and, if implemented 
correctly, should help the ANA payroll process.   
 

 Electronic Payroll Disbursements.  CJ8 FRO personnel mentored the Ministry 
of Defense-Finance and GSG8 officers on the expansion of banking services for 
the ANA payroll.  CJ8 FRO personnel told us that they were reducing the cash 
disbursements paid to soldiers to 3 percent.  Paying the soldiers in cash is 
inherently vulnerable to corruption; therefore, reducing cash payments will in turn 
reduce corruption and fraud.     
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Insufficient Personnel to Provide Mentoring During 
Site Visits 
Although CJ8 FRO personnel regularly mentored the Ministry of Defense-Finance and 

GSG8 officers, they needed to improve 
the quantity and expertise of the mentors 
performing the mentoring duties and 
audits of ANA payroll as well as the 
planning of those site visits.  In addition, 
CJ8 FRO personnel needed to improve 
their mentoring of finance officers in 

implementing internal controls to help prevent ANA payroll fraud.  
 
Although the development of the internal control teams improved the ANA payroll 
process, CJ8 FRO still needed more staff to perform the mentoring duties at the corps 
level and below.  Specifically, CJ8 FRO assigned one part-time staff member who did not 
have a financial background to fulfill the mentoring duties.  Also, the part-time mentor 
and the GSG8 internal control team personnel only visited each of the six ANA corps 
twice a year and rarely performed site visits to the brigade or kandak units, even though 
mentoring was necessary at all levels because the documentation originated at the 
brigades and kandaks.    
 
Within the six ANA corps are brigade and kandak units.  The finance officers from these 
units manually transported the payroll documentation to their respective corps.  As of 

June 2011, the ANA assigned 88,804 
soldiers to the six corps–more than half of 
the ANA end strength.  Because of the 
volume of the payroll documents being 
prepared, it was important for CJ8 FRO to 
complete audits of ANA payroll and mentor 
the ANA finance officers.  However, the 

auditing and mentoring on the ANA payroll process at the sites for more than 
88,000 soldiers was a task too large and complex for one CJ8 FRO individual on a part-
time basis, especially one without financial and accounting experience.   
 
CJ8 FRO personnel stated that the reason they only assigned one part-time staff member 
to mentor at the corps level was because they did not have enough staff to complete 
audits of ANA payroll and mentor the ANA finance officers.  Mentoring more regularly 
at all levels was necessary, in part because according to NTM-A/CSTC-A personnel, in 
2010, only about 15 percent of the ANA soldiers were at a first-grade literacy level.  With 
that type of challenge, consistent mentoring was key to ensuring comprehension and 
retention.  Additionally, CJ8 FRO personnel noted the danger in sending CJ8 FRO 
personnel to the remote brigades and kandaks for mentoring.  While we recognize the 
danger of requiring CJ8 FRO personnel to travel to the brigade and kandak units, CJ8 
FRO should develop procedures to ensure that the brigade and kandak finance officers 
are also mentored.  These procedures could include: 
 

CJ8 FRO personnel needed to improve 
their mentoring of finance officers in 

implementing internal controls to help 
prevent ANA payroll fraud. 

Auditing and mentoring on the ANA 
payroll process at the sites for more 
than 88,000 soldiers was a task too 
large and complex for one CJ8 FRO 

individual on a part-time basis. 
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 requiring the finance officers to travel to the corps level when the mentors visit,  
 requiring extensive training before deploying ANA finance officers to the brigade 

or kandak, or 
 implementing a “train-the-trainer” approach. 

Management Took Action to Add Resources to the 
Internal Control Team and Mentoring Efforts 
During the audit, CJ8 FRO officials took steps to add resources to the internal control 
team and mentoring efforts.  Specifically, they requested three full-time Army finance 
officers to fill the internal control team positions, which are 365-day deployments.  Along 
with mentoring the GSG8 internal control teams on how to audit ANA payroll, CJ8 FRO 
personnel said that the three Army finance officer positions would conduct a 5-percent 
forensic audit of each unit’s payroll documents.  The audit would include an inspection of 
the ANA corps monthly entitlement report, M41 documentation, and banking deposit 
report.  The additional finance officers will allow the CJ8 FRO to perform more site visits 
and audits of ANA payroll supporting documents.   
 
We commend CJ8 FRO officials for taking action, and they should also monitor the 
effectiveness of the new personnel to determine whether additional personnel are needed. 

Planning for Performing Site Visits Was Not Adequate  
CJ8 FRO personnel did not adequately plan the site visits to ensure the best use of 
resources.  Specifically, CJ8 FRO personnel performed site visits even though the corps 
did not always have the M41 salary disbursement documents available.  For example, 
during an April 2011 site visit to one corps, M41 forms and other supporting documents 
were not available to audit.  According to the ANA internal control team officer-in-
charge, the corps did not have budgetary authority in SY 1389 to process the M41 
documents for payment.  Therefore the corps sent the M41 documents to the Ministry of 
Defense–Finance in Kabul for processing the pay for the ANA soldiers.  The audit of the 
M41 documentation was a key part of the site visit that could not be completed.   
 
In addition, ANA finance officers were not always available for mentoring during site 
visits.  For example, during a December 2010 internal control team site visit to another 
corps, CJ8 FRO personnel found that one of the kandak units did not have a finance 
officer.  According to CJ8 FRO personnel, the previous finance officer recently traveled 
to Kabul to have his title of “Finance Officer” finalized at the General Staff headquarters.  
Upon arriving in Kabul, General Staff decided this person did not have the qualifications 
to be a finance officer.  The corps and brigade finance officers did not know that this 
kandak did not have a finance officer, and this limitation impeded the CJ8 FRO 
personnel’s ability to verify payroll amounts and mentor ANA finance officers. 
 
The lack of adequate planning occurred because CJ8 FRO did not have procedures in 
place for planning site visits to ensure that documentation existed and to have ANA  
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finance officers available to complete audits.  CJ8 FRO personnel told us they were 
placing a corps finance advisor at each corps, which would allow them to mentor ANA 
finance officers and audit ANA source documents more frequently.   
 
Once the six regional corps finance advisors are in place, the CJ8 FRO should coordinate 
with them and develop procedures for planning future internal control team site visits.  
For the teams to be effective, payroll documentation and ANA finance officers need to be 
readily available. 

Personnel Lacked Expertise to Mentor the ANA on 
Payroll Internal Controls 
In addition to the lack of adequate site visits, CJ8 FRO personnel needed to improve their 
mentoring on internal controls over all stages of the ANA payroll process.  For instance, 
CJ8 FRO should help the Ministry of Defense implement better internal controls for the 
following. 
 

 Verification of Incentive Pay and Entitlement.  ANA G8 (Finance Office) 
personnel told us that they relied on ANA G1 (Personnel Office) certifications, 
such as being certified in explosive ordnance disposal, without any supporting 
documentation or testing.  Without proper internal controls to ensure that the 
incentive pay and entitlements were correct, there was a significant risk that these 
amounts were not accurate. 
 

 Unique Identification Numbers.  ANA identification numbers on the M41 form 
were not unique.  This internal control weakness left the ANA payroll process 
vulnerable to duplicate payments and ghost soldiers.  In addition, duplicate 
identification numbers would create a challenge for the ANA when transitioning 
to an automated payroll system.   
 

 Separation of Duties.  The ANA finance officers manually input all employee 
data into the M41 and M16 forms, including salary amount and employee 
personnel information.  The softcopy M41 forms are reviewed and are manually 
transported by the same ANA finance officers to banks, where they are used as 
the sole basis for paying a soldier’s salary.  With no separation of duties, this 
control weakness increased the potential for fraud and errors.  In addition, the 
ANA payroll process did not have procedures in place for easily identifying the 
individuals responsible for creating payroll documents.  Moreover, it required 
between 25 and 35 signatures, many of which were not legible.   
 

 Transfer of Softcopy Banking Records.  ANA finance officers physically 
transported the softcopy M41 forms to the regional bank for processing and 
paying soldiers.  Physically moving data on compact discs or flash drives would 
leave the data vulnerable to change or loss.  Further, having ANA finance officers  
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who prepare the M41 forms and cash checks at the Central Bank to pay soldiers 
would increase the risk of theft and fraud.  The ANA could use regional bank 
mobile pay teams to pay soldiers in areas without banking access.   
 

 Lack of Access to Bank Records.  ANA did not have access to the bank records 
to verify that the bank disbursed the payroll funds appropriately.  This increased 
the risk that the bank could erroneously or fraudulently disburse employee 
payroll.  However, NTM-A/CSTC-A personnel stated that in July 2011, they 
requested the Ministry of Finance provide the CJ8 FRO a monthly summary EFT 
report with the total number of EFT transactions that Afghan banks made into the 
ANA soldiers’ bank accounts.  Further, CJ8 FRO personnel stated they were 
requesting that the EFT report list the total EFT transactions for the regional corps 
and central units.  The details the reports provided were softcopy individual 
account transactions that were cross-checked for duplicate and multiple 
transactions to an account.   

These weaknesses occurred, in part, because CJ8 FRO did not have the expertise to 
identify where internal controls could be strengthened, such as assigning personnel 
without a financial background to mentor ANA finance officers.  DFAS should be able to 
provide the payroll processing expertise that CJ8 FRO needs.  DFAS was created to 
standardize, consolidate, and improve accounting and financial functions throughout 
DoD.  DFAS pays all DoD military and civilian personnel, retirees and annuitants, as 
well as DoD contractors and vendors.   
 
Because of DFAS personnel’s extensive experience with paying military and civilian 
personnel, CJ8 FRO personnel should coordinate with them to review the ANA payroll 
process to determine what internal controls are lacking.  In addition, DFAS should make 
the appropriate resources available to CJ8 FRO to adequately mentor the Ministry of 
Defense on the ANA payroll process.  
 
One area in which CJ8 FRO and DFAS should work together and mentor the Ministry of 
Defense personnel is verifying whether ANA personnel are authorized to receive 
incentive pay and entitlements.  DFAS could also assist the Ministry in determining 
where to implement separation of duties.   
 
Further, CJ8 FRO and DFAS personnel could mentor the Ministry personnel in the use of 
techniques to reduce the amount of human interaction required before paying soldiers.  
For example, the Ministry of Defense could transfer funds from the Ministry of Finance 
to the Central Bank by EFT and remove this responsibility from ANA finance officers.  
This could help to eliminate the theft or loss of checks transferred manually.  In addition, 
CJ8 FRO and DFAS personnel should ensure that the Ministry of Defense implements 
controls to minimize the altering of softcopy M41 forms before the banks process the 
forms for EFT payment.  Appendix B shows the key aspects of the ANA payroll process 
and also highlights the control weaknesses where NTM-A/CSTC-A could work with 
DFAS to implement controls. 
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Management Took Action to Provide Financial 
Management Oversight at the ANA Corps  
To address the payroll-related internal control weaknesses, CJ8 FRO took action in 
June 2011 to request six contracted regional corps finance advisors to provide financial 

management oversight, train on pay 
resolution issues, and implement policies and 
procedures to reduce the opportunity for 
fraud at the ANA corps level.  According to 
the CJ8 FRO, finance advisors would assist 
in advising in all areas of standardizing and 

executing proper payroll procedures.  Finance advisors would also advise and train ANA 
corps finance officers in developing a pay issue inquiry and resolution process and 
improving the efficiency and effectiveness of the pay process.  CJ8 FRO personnel told 
us that the NTM-A General Officer Steering Committee approved the requirement, and 
funding for the six regional corps finance advisors and the statement of work was under 
review.       

Without Improvement, the ANA Payroll Process Was 
Susceptible to Errors and Fraud 
The ANA payroll process at the corps, brigade, and kandak levels was a manual process 
and, thus, susceptible to errors and fraud.  Not having adequate staff to mentor the ANA 
at the corps and lower levels made it difficult to detect errors and fraud.  For example, an 
ANA prosecutor identified payroll fraud at one corps; specifically, kandak GSG8 
personnel altered the softcopy deposit reports to shift money into colluders’ accounts.  
During a February 2011 internal control team site visit, a CJ8 FRO mentor observed how 
the GSG8 personnel implemented the fraud scheme and developed procedures to detect 
fraud for future site visits.  However, CJ8 FRO personnel have been unsuccessful in 
implementing the procedures because they have been unable to obtain the bank reports 
from Kabul Bank.  CJ8 FRO personnel should continue to work with the Ministry of 
Defense, Ministry of Finance, and Kabul Bank to obtain ANA payroll bank reports and 
verify payments made to ANA personnel. 
 
In addition, without adequate staff and planning, it will take longer for CJ8 FRO 
personnel to implement and reinforce proper business practices within the Ministry of 
Defense–Finance and GSG8 offices and determine the controls needed to improve the 
ANA payroll process.  Instead of exhausting resources when documentation was not 

available at a corps, CJ8 FRO 
personnel could have reviewed the 
payroll documents where they were 
stationed and avoided a site visit.  
Without improving the Ministry’s 
internal controls, CJ8 FRO 
personnel cannot successfully 

complete the mission to prepare the Afghanistan government to sustain the ANA payroll 
process without coalition support. 

Without improving the Ministry’s internal 
controls, CJ8 FRO personnel cannot 

successfully complete the mission to prepare 
the Afghanistan government to sustain the ANA 

payroll process without coalition support.

CJ8 FRO took action in June 2011 to 
request six contracted regional corps 
finance advisors to provide financial 

management oversight. 



 

 
23 

Recommendations, Management Comments, and 
Our Response 
B.1.  We recommend that the Director, Combined Security Transition Command-
Afghanistan, CJ8 Directorate: 
 

a.  Conduct a review of the staffing level of mentors for Afghanistan National 
Army payroll processing and monitor the effectiveness of the new personnel to 
determine whether additional personnel are needed. 

NTM-A/CSTC-A Comments 
The Deputy Director, NTM-A/CSTC-A CJ8, agreed and stated that a CJ8 ANA FMO 
internal control team cell was created in July 2011 and was comprised of two U.S. Army 
officers that support the GSG8 internal control team when deployed to the corps for 
inspections.  He said this cell was to travel to each corps four times annually to conduct 
site visits. 
 
In addition, the Deputy Director stated that CJ8 ANA FMO personnel were training 
six contractors as corps finance advisors and expected them to be at their respective corps 
by April 1, 2012.  Finally, he said that CJ8 ANA FMO planned to reassess personnel 
requirements once all corps advisors were fully trained and embedded with their 
respective units. 
 

b.  Develop procedures for planning the internal control team site visits.  At a 
minimum, ensure that the procedures include: 

 
(1)  availability of payroll documentation and Afghanistan National 

Army finance officers, and 
 
(2)  mentoring for all levels of Afghanistan National Army finance 

officers. 

NTM-A/CSTC-A Comments 
The Deputy Director, NTM-A/CSTC-A CJ8, agreed and stated that the establishment of a 
CJ8 ANA FMO internal control team cell would enable more complete preparations for 
site visits.  Specifically, he said that the GSG8 internal control team would send a 
checklist highlighting all requirements to the Corps G8 a few weeks before the visit to 
ensure that corps personnel were ready for the inspection.   
 
In addition, the Deputy Director stated that the CJ8 ANA FMO internal control team 
officers would ensure that corps finance officers were mentored and able to assist with 
issues and that the corps finance advisors would visit and mentor the lower level ANA 
finance officers.  This process was to be implemented by April 1, 2012, and would allow 
for greater accountability.  
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c.  Request a partnership with Defense Finance and Accounting Service to 
develop control procedures for the payroll process and for Afghanistan National 
Army payroll auditing and mentoring.   

NTM-A/CSTC-A Comments 
The Deputy Director, NTM-A/CSTC-A CJ8, agreed and stated that his office would work 
with DFAS personnel to the extent possible, but cautioned that the current Ministry of 
Defense-Finance system was paper-intensive and that developing procedures to allow for 
accountability while expediting payroll would be a significant effort, requiring trained 
mentors and advisors. 
 

d.  Continue to work with the Ministry of Defense, Ministry of Finance, and 
Kabul Bank to obtain payroll bank reports and verify payments made to 
Afghanistan National Army personnel. 

NTM-A/CSTC-A Comments 
The Deputy Director, NTM-A/CSTC-A CJ8, agreed and stated that his office continued 
to enjoy a professional relationship with the Ministry of Defense, Ministry of Finance, 
and Kabul Bank.  He also said that NTM-A/CSTC-A CJ8 personnel were receiving 
payroll bank reports from the Ministry of Defense and Kabul Bank, helping them oversee 
the payroll process. 

Our Response 
The Deputy Director, NTM-A/CSTC-A CJ8, comments on Recommendations B.1.a 
through B.1.d were responsive, and no additional comments are required. 
 
B.2.  We recommend that the Director, Defense Finance and Accounting Service 
Indianapolis, when requested by the Director, Combined Security Transition 
Command–Afghanistan, CJ8 Directorate, make the appropriate resources available 
to the Combined Security Transition Command–Afghanistan CJ8 Finance Reform 
Office, to adequately mentor the Ministry of Defense on developing controls on the 
Afghanistan National Army payroll process.  

DFAS Comments 
The Director, DFAS-Indianapolis, stated that DFAS, in coordination with the U.S. Army 
Financial Management Command, would establish an agreement to provide assistance in 
mentoring the Ministry of Defense on developing controls for the ANA payroll process 
upon request from the Director, CSTC-A, CJ8 Directorate.  The estimated completion 
date was March 1, 2012. 

Our Response 
The Director, DFAS-Indianapolis, comments were responsive, and no additional 
comments are required. 
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Appendix A.  Scope and Methodology 
We conducted this performance audit from December 2010 through December 2011 in 
accordance with generally accepted government auditing standards.  Those standards 
require that we plan and perform the audit to obtain sufficient, appropriate evidence to 
provide a reasonable basis for our findings and conclusions based on our audit objectives.  
We believe that the evidence obtained provides a reasonable basis for our findings and 
conclusions based on our audit objectives. 
 
To accomplish our audit objectives, we coordinated with or interviewed officials from 
USD(C)/CFO, DFAS, U.S. Central Command, and NTM-A/CSTC-A.  We obtained and 
reviewed Public Law 111-118, “Department of Defense Appropriation Act, 2010,” 
December 19, 2009, and Public Law 111-212, “Supplemental Appropriations Act, 2010,” 
July 29, 2010, as they related to the ASFF.  We also obtained and reviewed 
USD(C)/CFO, Defense Security Cooperation Agency, and NTM-A/CSTC-A ANA 
guidance for payroll contributions, reconciliation, and distribution, as well as 
NTM-A/CSTC-A ministerial development guidance prepared to mentor Ministry of 
Defense-Finance and GSG8 personnel. 
 
We conducted a site visit to NTM-A/CSTC-A at Camp Eggers in Afghanistan.  We met 
with officials from CJ1 (Personnel), CJ2 (Intelligence), CJ3 (Operations), CJ6 
(Communications), and CJ8 (Comptroller) offices; ministerial ANA development 
advisors; and officials from the Ministry of Defense–Finance and GSG8 offices to gain 
an understanding of ANA payroll and mentoring processes.  We also accompanied the 
CJ8 FRO advisor on a site visit to the 201st Corps to observe how the internal control 
team inspects and audits the ANA payroll process and mentors ANA corps finance 
officers.  In addition, we obtained ANA payroll source documents for the Central Kabul 
units, AFMIS summary-level data, and SY 1388 and SY 1389 payroll reconciliation 
worksheets from CJ8 FRO personnel to determine the accuracy of ASFF funds reconciled 
and distributed for ANA payroll.     
 
We reviewed ANA payroll supporting documentation for the first quarter of SY 1389 
(March 21, 2010 through June 21, 2010).  Specifically, CJ8 FRO personnel provided 
ANA Central Kabul Unit M16 forms for the first quarter of SY 1389.  We translated and 
totaled all AFMIS category codes on the M16 forms.  We used NTM-A/CSTC-A and the 
Ministry of Defense agreed-upon rates for the first quarter of SY 1389 to determine how 
much NTM-A/CSTC-A should have reimbursed the Ministry of Defense for ANA 
payroll.  We compared the totals for each AFMIS category code to an AFMIS report, 
provided by the Ministry of Defense, of payroll expenses for the ANA Central Kabul 
units for the first quarter of SY 1389.  
 
In addition, we obtained and reviewed the ANA Central Kabul units’ first-month 
SY 1389 M41 forms for individuals with “CIV” identification numbers and determined 
the amount paid for the number of civilians reported under AFMIS military payroll codes 
21102 (Military Officers) and 21103 (Armed Forces).  We also determined the  
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percentage of total expenses that CJ8 FRO reimbursed the Ministry of Defense, and we  
used the percentage to estimate the amount of the civilian payroll CJ8 FRO reimbursed to 
the Ministry of Defense in the first month of SY 1389. 
 
We determined the universe of ASFF funds distributed to the Ministry of Defense for 
ANA payroll from April 2009 to January 2011 by obtaining supporting documents for 
payments made by DFAS Rome and Indianapolis to the Ministry of Finance in support of 
ANA payroll.  We reviewed the CJ8 FRO SY 1388 and SY 1389 ANA payroll 
reconciliation provided to the Ministry of Defense.  Further, we used the payment 
documentation received from DFAS personnel and AFMIS data provided by CJ8 FRO 
personnel to recreate a SY 1388 and SY 1389 payroll reconciliation.  We compared our 
reconciliation to the CJ8 FRO reconciliation to determine whether it was accurate and 
adequate.  
 
Upon completing our initial fieldwork, we coordinated with NTM-A/CSTC-A officials to 
address concerns we observed during our audit.  To validate factual accuracy, we also 
provided a discussion draft to DoD officials discussed in this report. 
  

Use of Computer-Processed Data   
To perform this audit, we used data from AFMIS, which is the official accounting system 
of the Ministry of Defense.  We used AFMIS data when re-creating the CJ8 FRO 
SY 1389 ANA payroll reconciliation.  We assessed the reliability of the data by 
translating the Ministry of Defense payroll form source documents from Dari to English 
and comparing the amounts on the source documents to the amounts entered into AFMIS 
for the first quarter of SY 1389 Central Kabul units.  Although we identified errors 
between the source documents and AFMIS data, we determined that they were 
immaterial and that the AFMIS data were sufficiently reliable for the purpose of our 
audit. 

Prior Coverage on the ANA Payroll and Salary Support 
During the last 5 years, the Special Inspector General for Afghanistan Reconstruction 
(SIGAR) has issued two reports discussing Afghanistan National Police payroll and 
salary support to Afghanistan government employees.  Unrestricted SIGAR reports can 
be accessed at http://www.sigar.mil. 
 
SIGAR 
SIGAR-Audit-11-10, “Despite Improvements in MoI’s Personnel Systems, Additional 
Actions Are Needed to Completely Verify ANP Payroll Costs and Workforce Strength,” 
April 25, 2011 
 
SIGAR-Audit-11-5, “Actions Needed to Mitigate Inconsistencies in and Lack of 
Safeguards over U.S. Salary Support to Afghan Government Employees and Technical 
Advisors,” October 29, 2010 
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Appendix B.  Key Aspects and Control Weaknesses in the ANA Payroll Process 
 
Figure  B-1.  ANA Payroll Attendance                    Figure  B-2.  ANA Payroll Forms 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 Key Aspects 

 
 

 At the ANA kandak, brigade, and corps levels, ANA G1 (Personnel Office) officers take 
daily counts of ANA soldiers and officers.  Individuals present, absent, or on leave are 
tracked in the attendance rosters, which are provided to financial management staff to build 
a pay roster, called an M41 form.  

Attendance 
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ANA G1  Pay Roster
Financial  
Staff

Control Weakness 

 
 

 According to ANA finance officers, incentives and entitlements are recorded by the kandak, 
brigade and corps G8 officers based on personal knowledge of soldiers’ accounts and 
certificates provided by the soldiers.  G8 officers depend on the attendance records provided 
by the G1 officer to make the payroll forms.  However, the G8 officer cannot verify through 
any system or documentation that soldiers are entitled to the incentives or entitlements.  
 

 Some ANA identification numbers on M41 forms are not unique.  This leaves the ANA 
payroll process vulnerable to duplicate payments and ghost soldiers.  In addition, this creates 
significant concerns when trying to automate and standardize the ANA payroll system. 
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 The financial management staff at the ANA kandak, brigade, and corps manually creates 

by pen and paper or by computer-based spreadsheet the M41 pay roster and M16 
coversheet forms. 
 

 The M41 form includes an individual’s name, position, identification number, base pay, 
incentives, deductions, net pay, and bank account numbers.  The M16 form is a coversheet 
with all personnel on the M41 form for a respective kandak, brigade, or corps.   
 

 The corps finance officer creates three copies of the approved pay rosters, one copy is for 
the finance officer’s records and the other two for the mustofiats, which are regional 
branches of Ministry of Finance. 
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 Control Weakness 

 
 

 Kandak, brigade, and corps finance officers create the M41 form for their unit based on 
G1 attendance records.  This creates a separation of duties risk.  Specifically, the ANA 
finance officers have the ability to influence inputs and outputs of the payroll process.  
 

 The manual nature of the ANA payroll process makes it susceptible to errors.  
Specifically, ANA personnel creating M41 forms may miscalculate base pay, incentives, 
taxes, and pensions.  
 

 In addition, the ANA does not have a process in place for easily identifying individuals 
responsible for creating payroll documents and holding them responsible for errors.  
M41 and M16 forms require between 25 and 35 signatures, and many are not legible.   
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Figure  B-3.  Approval and Financing                   Figure  B-4.  Pay Delivery 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 Key Aspects 

 
 

 Once the Ministry of Finance personnel review and approve M41 and M16 forms, they 
prepare and issue two checks to the corps finance officer.  One is for delivering pay by EFT; 
the other is for securing cash to deliver to the ANA without bank accounts. 
 

 The ANA finance officer takes the two checks to the Central Bank for processing. 
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 ANA corps finance officers are provided two checks for issuing payroll.  However, 
transferring funds electronically between the Ministry of Finance and Central Bank can 
reduce the risk of fraud or theft.  
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 The corps finance officer takes one check issued from Ministry of Finance to the Central 
Bank, which in turn electronically transfers funds to private banks, such as Kabul or AZIZI 
Bank.  In addition, Ministry of Finance provides the banks a softcopy of the M41 and M16 
forms for EFT processing and payment. 

 

 The other check is cashed at the Central Bank, and the corps finance officer distributes the 
cash to the soldiers.     

 

 For ANA units who do not have access to banks, Kabul Bank offers to send mobile pay 
teams to pay the soldiers in cash.    
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 Control Weakness 

 
 

 Softcopy M41 forms provided to banks for EFT processing and payment are susceptible to 
change before to bank processing.  The ANA does not have adequate controls in place to 
ensure that the transfer of information is secure and without error.  
 

 The corps finance officer has the ability to secure cash from the Central Bank to pay soldiers 
if necessary.  However, this leaves the cash susceptible to theft.  Kabul Bank mobile pay 
teams have the ability to perform the same function as the finance officer, which limits the 
risk of theft. 

•Two Checks  
Issued

•SoftCopy 
M41 Forms

Ministry 
of 

Finance

•One Check 
Is for EFT 
Payment

•The Other 
Check Is 
Cashed

Banks

•EFT, or

•Receive 
Cash by 
Kabul Bank 
Mobile Pay 
Team

Soldiers 
Are Paid



North Atlantic Treaty Organization Training Mission-
Afghanistan/Combined Security Transition Command-
Afghanistan Comments 

29

REPLY TO 
ATTENTION OF 

NTM-NCSTC-A 

HEADQUARTERS 
NATO TRAINING MISSION - AFGHANISTAN 

COMBINED SECURITY TRANSITION COMMAND. AFGHANISTAN 

KABUL. AFGHANISTAN 
APO M:. 09356 

9 January 2012 

MEMORANDUM THRU 

United States Forces - Afghanistan (CJIG). APO AE 09356 
United States Central Command (CCI G), Mac DiU AFB, FL 33621 

FOR Ofl'ice of the Department of Defense - Inspector General4800 .\1ark Center Drive, 
Alexandria, VA 22350-1500 

SUBJECT: NTM-A/CSTC-A Response to lh~:: Draft Report "Distribution of funds and 
Mentoring of Finane~;: Officers for the Afghanistan National Army Payroll :'-Jeed Improvement" 
(Project No. D201 1-DOOOFR-0089.000) 

I. Reference : Dra11 Report, dated 22 December 20 II, Department of Defense Office of Inspector 
General, subject as above. 

2. The purpose of this memorandum is to respond to the draft report with the following 
comments: NTM-A/CSTC -A CJ8 concurs with all find ings and recommendations. Details of 
CJ8 response arc enclosed. 

Encl 
NTM-NCSTC-A CJ8 Comments 

~rE~~ 
ColoneL US Army 
CJ8 Deputy Director 
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DRAFT REPORT - OoD IG P1·oject No. 02011 -DOOOFR-0089.000 
" Distribution. of Funds and Mentoring of Fimmce Officers for the Afghanistan 'ationul 

Am1y PayroU Need lmpro,•cntcnt" 

TM-A/CSTC-A 
GENERAL COMMENTS 0 ' THE REPORT 

The report refers to the NThl- CSTC-A CJ8 Comptroller Office. 1Thl- CSTC-A CJ8 
recommends the report reference U1e fom1al title. Directorate for Comptro ller and Prognuus. 
CJ8, to avoid confusing the CJ8 Directorate wiU1 the CJ8 Comptroller, a separate division within 
CJ8 with no di rect ANA mentoring or payroll oversight responsibilities. 

·n,e report refers to the CJ8 Financial Refom1 Office (FRO). Subsequent to the drafting of this 
report.. the FRO was renamed the CJ8 Financial Management Oversight (FMO) oflicc as a resu lt 
of U1e 11vi-A I CSTC-A reorganization. TI1e FMO remains a division wiU1in th.: CJ8 
Directorate and is directly involved with ANA mentoring and payroll oversight. 

Finding A. TM-A/CSTC-A CJ8 FRO did not adequately •·econcile nud d istribute ANA 
Pny•·oU Funds 

Recommendations: 

I .a. Develop procedures to ensure U1at consistent and adequate reconciliations of funds 
advanced for the Afghanistan National Am1y payroll are being perfonned. 

NTM-AJCSTC-A Response: 

NTM-;VCSTC-A CJ8 CIJIICJm.· ll'iJh thejimlings Olld associated recommentlatio11. 
Fiudi11gs included: 
I . UseLI UI CIJrrect rates to caiCJtlate pay roll funds ll'ltich resulted in erroneou s 
recoucililltion am/ fimtl advances to the ANA. 
2. M ade m athematical errors to caiCJtlateA.NA payrollfimds and s11bmitteLI erroneous 
request for fimd transfers. 
3. /nc/11(/ed Ci1•ili.tm Payroll in cnlculations ll'llic/1 Ol>erstntedfimd e.\·ecutiou liiUI ad1•ances 
to tile ANA by S525K. 
./. Erroneously reported 01•er llllflllnder pnymenu· ofpayrollfimds. 

A ction s 011 Recommeudatitm: 
The NT/1-1-A/CSTC-A CJB Afghanistan National A rmy (ANA) Fiuaucial Maungemeut 
O••ersig/u (FMO) office has taken n•·o actious in support of the abo••e recommendatiou: 
(1) crellrion ofafimd trackit1g sprelldslleeJ aut!, (2) re~>isiou of the Standard Operatiug 
Procetl11re (SOP) to faciliJace quarterly reconciliation s. 

Page I of 8 
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DRAFT REPORT - OoD IG Pr·oject No. 02011 -DOOOFR-0089.000 
" Distribution. of Funds and Mentoring of Fimmce Officers for the Afghanistan 'ationnl 

Am1y PayroU Need lmpro,•ement" 

TM-A/CSTC-A 
GENERAL COMMENTS 0 ' TH E REPORT 

Tlle fimd tracking spreadsheet requires e l'eiJ' trtmsactiouto be elllered and ana{v~ed before 
tile request can be appr01•ed. reducing tile dlctnce of mathematical errors. It also breaks 
om accoulllillg codes. t!Jisuring cil•ilian payroll figures are exdudedf rom the colcnlations. 
After CJ8 1lNA FMO personnel hm•e re~·iewed tile p ayroll figures using the spreadsheet, 
fimding request must be appro1•ed by tile CJ8 Filt/0 Chief and CJ8 Director prior to 
submission to DFAS. The mandatory use of this spreadsh eet by CJ8 ANA FMO persomrel 
will pro••ide up-to-date stattrs offimd e.\·ecmion allfl will ensure consistelll and adequate 
recond liotions of A A payrollfimds. Th e $preadsheet was completed Nfard r 2011 allfl is 
cnrrefll{l' being 115·ed b.v CJ8 ANA FMO personnel. 

CJ8 AN.o.l FlYIO and Comptroller tli ••isions are also revisurg the current S OP wilh an 
e.\peaetl campletion date of 1 Apri/ 2012. The S OP will clarify proper payroll review 
processes and ideJIIify how to reconcile payroll e>.pentlitures to prevem tire recurrence of 
the abo••efindings. 

l .b. Develop procedures to ensure that correct rates, verification of aritlm1etic. and only payroll 
rdated transactions are being used during the payroll distribut ion process. 

NTM-1VCSTC..A Re5·ponse: 

NTM-1VCSTC..A CJ8 concurs with tlrefimli11gs and associoted recommendation. 
Findings ind utled: 
I. Used incorrect reimburseme11t rate5· 011 payroll resulting uranet error of SS.JNI payroll 
" wuleradl'fJIIce". 
2. JI,Jade arithmetic errors to in dude rounding wllidr resulted in S96K wu/erstateme/11 in 
a au a/ fimds prOI•iLied f or ANA payroll. 
3. lncltultulnon-payroll related transaaiom;. 

Actio11s 011 Recommeudatimr: 
Tile N TM-;VCSTC-A CJ8 ANA F1'-IO office lras take11 two actiorJS in Sllpport of tire abo1•e 
recommenclmion: {1) cretrtion ofafimd tracking spreadsheet, and {2) re~•ision of tire 
SOP to f acilitate quaner{v reconciliations. 

Tile llli!lt•fimds tracking spreadsheet ll'as createtltofadlilate quarterly reco11ciliatio11s and 
indrulesformulas· to pre••eru calculation a11tl rmes mistakes. It also breaks out fimclurg 
codes to em·ure 011{1• payroll-relatetltrmlsactifms are inclutletl Amoum~· iJr tile 
spretrtlslleet are in "dollars" instead of "thousand of dollars" to avoid rormdiJrg mistakes. 
F1111di11g reco11d liatiolls are also COIIducted separnte{t• for eac/1 budget code (Code5· 21. 22. 
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and 25). Tlte spreads/teet was completed on Marc/1 201 1 and is currelll{l' beiJ1g used by 
CJ8 ANA FMO personnel. 

CJ8 rlNi l Fl'v/0 and Comprrolli!l' di••isious are also revising the currellf SOP wiJII an 
e>.peaed completion date of 1 April 2012. Tlte SOP will clarify proper payroll review 
processes am/ ide11tify /tow to reconcile payroll e,),penditures to prevent the recurrence of 
tlte abo••efimlings. 

I.e. Develop procedures to ensure that correct amount of funds being advanced are accurately 
reported to the Ministry of Defense. 

NTM-;VCSTC-11 T?esponse: 

1i\1-IVCSTC-A CJ8 COIICitrs wiJit tltejindu•gs am/ associated recommendation. 
Fi.ndu1gs included: 
1. Erroneous reports to /11/oD not matching CJ8 JLNA FJ\1/0 reconciliation wlticlt resulted 
u1 SJ8.5M underflmding. 

Actions on Recommendation: 
The re1•ised SOP will detail procedures to ensure reconciliarion matd 1es rite offuinl 
documellf sellf to the Mi~1iJ;rry of Defeilse (MoD). Before any fimdu1g is transferred to tlte 
;VoD. the following steps m1u·r occ.11r: 

- £.\peJlditures by Budget Code must be reconciled (initiated .41/arch 201 1) 

- CJ8 Director must seJltl a letter informing tile MoD-Finance of the upcoming 
payment: letter must be co-signed by MoD-Finance 

- Mu1ister of Filum ce (MoF) must send an acceptance letti!l' to CJB Director 
(milioted 3"11 quarti!l' S Y 1390) 

On {I• when these steps are completetl cm1 NTM-IVCSTC-A CJ8 request paymeJU from 
DFAS. 
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2. Develop wrincn procedures to ensure there arc adequate reviews of the quarterly 
reconciliations to prevent future errors. 

TM-A/CSTC-A Response: 

N TM-;VCSTC-A CJB cona trs willlthe fimlings and associated recommendotiotL 
Findings induded: 
I . Used incorrect rares to colculoJe payroll funds wllidt resulted u1 erroneous 
reconditiotio11 a11d fimd adva11ces to the ANA. 
2. Made mathematical errors to calculate A A payroll fimds and submitted erroneous 
request for fimd transfers. 
3. Iuducled Civilian Payroll in cala tlations wllid1 o••erslfltedfimd execution and adi'Onces 
to tile ANA by $525K. 
-1. Erro11eous/J' reported over and 1111der pay mems ofpayrollfimds. 

A ctions on Recommendation: 
The N TM-A ICSTC-A CJB ANA FlvfO has mkentllree actio/IS Ul support of the abo••e 
recommendatio11: (1) re~•ision oftlle SOP, (2) illlroduction of Corps Fina11ceAd1•isors, 
and (3) development of automated aCCOIIIItiltg systerw.·. 

The CJB ANA FMO offiCe is re1•ising the SOP with an expected completion date of 1 April 
2012. Tile SOP will dorify proper payroll re1•ie11' processes and idmtify procedures f or 
reconcili11g payroll e:~:pendilures to pre1•et1t tile recurrettce of tile abo••efi11di11gs a11d 
el/s ure comiu11ily in CJ8 procedures. 

in addition to the SOl'. Corps Finance A t/visors are being traiuetl to facilitate a derailed 
re••ie1v process. These advisors will be itt place by 1 April 2012. Once tile advisors are u1 
place, NTM -1VCSTC-A CJ8 wil/fmali;e procedures to enmre •·erificatioll of salary 
jJf(l'metltS. 

Lastly, tlnew ·~l'stem is beit1g developed to give CJB ANA FMO am/ the Corps access to 
more financial data. This system . k11on•11 O!i Budget Preparotio11 and £ .,pet1diture 
Tracking Database (BPE T-DB), is tm electronic, structured budget proces!i de1•elopetl by 
an Af ghan M oF Comractor. It will give end1 Corps tuul CJ8 ANA F;\110 personnel the 
ability to pull detailed financial reports. not m•llilnble 1•ia tile Afgltauisttm Fitwm:ial 
M anagemetlf Information System (A FMJS). &pected completion date 011 BPET-DB all(/ 
IIFi\1/IS access is by 1 ilpril 2012. 
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3. Pcrfonn quarterly dctailcd- lcvcl testing of the Ministry ofDcfcnsc source documents to 
ensure lhat lhe Afghanistan ational Anny payroll records in the Afghanistan Financial 
Managemem Lnfom1a1ion System are accurately reported before advancing funds to the Minjstry 
of Defense. 

NTM-;.VCSTC-A /(espou se: 

NTM-.fVC'}TC-A CJ8 cona1rs wiJit th e fo1dings tmd associat tul recommtu1dnrion. 
Findings included: 
I . Lack of detailed-le ,•el testulg on swmtwry le-.•el expen ses before ad1•ancu1g ANA payroll 
to MoD. 
2. Lack ofknolllledge ofDSCA policy (Sep 2007) to audit th e reunbursemtull rogra,L 

Actiom· on Recommendation: 
The NTJ\J-AI CSTC-A CJ8 A It F1\-IO office has taken ni'O action s u1 support of the ob01•e 
recommendation: (1) inTroduction of Corps Fumncial A d1•isors, and (2) access and 
Ol'ersiglu of allfomared accounting system s. 

CJB A NA F;\t/0 personnel are currtull{t• training Corps Financial A d1•isors to work within 
the si.\' Corps. Their dutie~>· will include tile detailed-le1•el re1•iew of source documems ro 
ensure ril e llfgllonistan Nationol llr~r payroll records are accurate. These ad1•isors will 
augme/11 FMO staff and allow for greater Ol·ersiglu. Th e ad1•isors and CJB ANA FMO 
personnel will also re1•ie-.v tlle payroll rlocumem~from MoD at all levels to include Corps 
and belo111 011 a month (I• basis. This "'ill ensure proper accoumability and accuracy of 
reports 1•ia comparis·on of report !I and tmining of ANA finance officer~· on proper 
procedures. NTM-;VCSTC-A CJB expects thti· ndtfilional 01·ersight to be implemem ed no 
Inter than I April 2012. 

CJB Al\~l FMO p ersonnel are curremly working witlr tile MoD to gain tlcces!i to AFM1S. 
wllic/1 will allow more in-depth re1•ie111 of tile dnw . Re1•iews are curremly done 1•ia tletailed 
AFMIS report$ producec/l!p tire MoD-F. Obtain ing access to AFMJS or BPET-DB will 
allow more visibility illlo MoD data. Compllferi:ed Payrall System (CPS) will prm•ide 
nnotlrer mean/i tO 1•erijy tire data aud interface witlr tire persouueJ mauagemeut ~J!!ilem. 
Access to these system s will help NTM-AJCSTC-A CJB 1•erijj• personuel ore beb1g paid 
corree1(11, aud will mu1imi~e tile number of ghost accoums and e11llance transparency and 
accoumability in th e payroll sy11ttun. CPS is e.>.pected to be implem em ed 110 /arer rllan 
October 2012. 
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4. Obtain an official decision from the orth Atlamic Treaty Organization Training Mission -
Afglumistan/Combincd Security Transit ion Command - Afghanistan Command as to whctJ1cr it 
can appropriately pay civilian salaries. 

N TM-JVCSTC-A Response: 

TM-.~-VCSTC-A CJ8 concstrs wirh th e recommendation. 

Curremly, civilian employees are 110t paid from ASFF fmu/s. Ci1•ilia11 salaries are paid by 
the Go1•emmenr of tire Islamic Republic of Afglra11istan (GfRoA) m uler budget codes 
21100 aud 21101, which are twtflmded by til e l lfglrmristmr Security Forces Fuud Tile 
111!11' Corps Fura1tcial Ad1•isors ll'ill also be able to coufum ci.1•ilians are not recei.llurg US
fiuuled pay. We e.\pectto recei1•e official guitlaucefrom N TM-.4/CSTC-A leadership 011 

civiliau pay salaries by I Apri/ 2012. 

Finding B. NTM-A/CSTC-A CJ8 FMO attnincd some success through A A payroiJ 
mentoring but improvements would achieve more benefits 

Recommendations: 

l .a. We recommend that the Director, Combined Security Transition Command - Afghanistan, 
Comptroller Office conduct a review of IJ1e staffing level of mentors for Afghanistan ationaJ 
An11y payroll processing and monitor the effectiveness o f!Jlc new personnel to detem1ine 
whether additional personnel are needed. 

NTM-IVCSTC-A Respouse: 

NTM-IVCSTC-A CJB couc11rs wirh tir e findings aut/ associated recommemlatum. 
Fiudiugs ind utled: 
I . Lack of site 1•isits to tile Corps and beloll' level-ead1 Corps ••isited fll'ice peryear. 
2. Lack of adequate staff to 1•isit all sites-ou(l' one part-time m entor. 

A ctio11s 0 11 Recommendation: 
Tile N TM-.1-VCSTC-A CJB ANA Fi\J/0 lras takeu tll'o acthms i11 support of tire abol'e 
recommeudmiou: (I) establisllmelll of a11/CT cell. aud (2) imroduc.tion of Corps 
Fiua11cial A tl1•isors. 

II CJ8 A 1A FMO lntemal Co11trol Team (/CT) cell II'OS created u1 Ju{v 2011. This cell. 
comprised ofn,·o US Army OffiCers. support tire GSG8 1CT 11'lreu deployed to tire Corps 
for urspectious. This cellcravels to enclr Corps .J times mum ally to conduct site visits. 
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/11 addition, CJB ANA FMOpersonuel are in the process of training ~·ix contractors as 
Corps Finance A dvisors. These Corps ad1•isors are expected to be at the Corps by I April 
2012. When all Corps Finance Ad1•isors are established in their respecti1•e Corps. they will 
assist the CJB ANA FMO /CT. 

CJB ANA FJ\110 will reoss~·s personnel requirements once all Corps ad••isors are ful(r 
trail1ed aud embedded with their respecti1•e units. 

l.b. We recommend that the Director. Combined Security Transition Command Afghani&1an. 
Comptroller Office develop procedures for the planning of the intemal control team site visits. 
AI a mi11imum. ensure that the proc<Jdures inc lude: 

( I) Availability of payroll documentation and Afghanistan 1 ational Anny finance 
officers; and 

(2) Mentoring for all levels of Afghanistan National Anny finru1ce officers. 

N 1j\J-AJCSTC-il Response: 

NTJ\,f-;.VCSTC-A CJB cona1rs with rhefuulings and assodmed recon1111eudatiou. 
Findings includetl: 
I. Umll'ailabifity of payroll documents duril1g Corps site ••is its. 
2. ANA Filmnce Offu:er~· not available duril1g l'ile •·isits. 

Actions on Recommendation: 
The NTM-1VCSTC-A CJB ;LNA FMO office has rakeu rwo actions in support oft he abo••e 
recommeudotiou: (1) establishmem of au ICT cell, and (2) il1troductiou of Corps 
Fi/l(md al A d1•isors. 

The establishmem of a CJB ANA FMO ICT cell enables more complete preparatiom-for 
site •·isitl·. A cllecklist highlighting all reqniremellls is l'ellf by the GSGB ICT to the Corps 
GB a f ell' weeks prior to the ••isit, to ensure Corps perl·onnel are ready for the inspection. 
Payroll doCilmellfatiou is m•ailab/e wheu required, and staff lte/p ll'itlt the re~•iew as mucil 
as possible. Tlte CJB ANA FMO ICT officers ensure Corps Finance officers are m entored 
and able to assis t with issues. 

The Corps Finance Advisors will••isit and mf!lltor the lower le~•el ANA Fum nee officers. 
This process will be implemem ed by I April 2012 am/will allow for gremer accountability. 
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I.e. We recommend that the Director, Combined Security Transition Command - Afghanistan. 
Comptroller Office request a partnership with Defense Finance and Accounting Service to 
develop control procedures for the payroll bank r.:pon s and verify payments made to 
Afghanistan National Army personnel. 

NTM-;.VCSTC-A /(espouse: 

NTM-J-VC'}TC-A CJ8 COIICllrs ll'iJit the recommendation. 

NTM-J-VCSTC-A CJ8 willll'ork ll'ilh DFAS personnel to the exte/11 possible, but coutions 
that tile curretll MoD-F sy stem is paper-i.Juensive and tile process to develop procedures tiJ 

allow for accoulllability while e>.petlili.J1g payroll is l·ignificant, requiring trai.J1ed mentors 
and ad••isors. Further. the NloD-F process does not resemble rile DFA S highly automated 
process that allows for cross d1ecki.Jtg and double conrrols. It is doubtful rile lvfoD-F 
processes ll'ill readt a stare that ll'onld allow DFAS to jill(l' le1•erage irs sophisticated 
accowuing processes i.J1 till Afghan system ll'irltout significant i.Ju·estmelll ofti.Jne and 
personnel by DFAS. 

J.d. We recommend that the Director. Combined Security Trans ition Command - Afghanis tan. 
Comptroller Office continue to work with the Ministry of Defense, Ministry of Fimmce, and 
Kabul Bank to obtain payroll bank reports and verify payments made to Afghanistan National 
Army pcrso1U1el. 

NTM-J-VCSTC-A Response: 

NTM-A/CSTC-A CJ8 concurs with the recomm endation . 

NTJ\11-A/CSTC-A CJ8 couti1111es to enjoy a benefiCial professional relationship with the 
MoD, MoF, al1(/ Kabul Bank. NTJ\.1-;VCSTC-A CJ8 is also receit•ing payroll bank reports 
from MoD ami Kabul Bank, helping us o••ersee the payroll process. 

APPRO I ED BJI: PREPARED BJI: 
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DEFENSE FINANCE AND ACCOUNTING SERVICE 
8899 EAST 56TH STREET 

INDIANAPOUS, INDIANA 46249 

DFAS-JBKJIN 

JAN 3 1 2012 

MEMORANDUM FOR INSPECTOR GENERAL, DEPARTMENT OF DEFENSE 

SUBJECT: Distribution of Funds and Mcntoring of Finance Officers for the Afghanistan 
National Army Payroll. Project Number 020 11-DOOOFR-0089.000 

The Defense Finance and Accounting Service Indianapolis is providing management 
comments for recommendation 8 .2 of the subject Draft Report. 

--of contact for tltis request is 

;C-Jfi (j~ 
Aaron P. Gillison 
Director, DFAS Indianapolis 

Attachment: 
Management Comments 

www dtaa. mil 
Your Flnanc lol Partner 0 Work 
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Recommendation 8 .2: We recommend that the Director, Defense Finance and Accounting 
Service Indianapolis, when requested by the Director, Combined Security Transition Command
Afghanistan. Comptroller Office, make the appropriate resources available to the 
Combined Security Transition Command-Afghanistan CJ8 Finance Reform Office to 
adequately mentor the Ministry of Defense on developing controls on the Afghanistan 
National Army payroll process. 

Current Management Comments: The Director, Defense Finance and Accounting Service
Indianapolis, in coordination with the United States Army Financial Management Command, 
will establish an agreement to provide assistance in mentoring the Ministry of Defense on 
developing controls for the Afghanistan National Army payroll process upon request from the 
Director, Combined Security Transition Command-Afghanistan, Comptroller Office. 

C urrent Estjmated Completion Date: March I , 2012 




